DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 1953 


THURSDAY, MAY 1, 1952 


Unirep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 224, 
Senate Office Building, Hon. Joseph C. O’Mahoney (chairman of the 
subcommittee) presiding. 

Present: Senators O’Mahoney, McClellan, Ferguson, Saltonstall, 
Young, Thye, and McCarthy. 


DEPARTMENT OF DEFENSE 
GENERAL PROVISIONS 


STATEMENTS OF HON. FRANK PACE, JR., SECRETARY OF THE 
ARMY; HON. DAN A. KIMBALL, SECRETARY OF THE NAVY; 
HON. THOMAS K. FINLETTER, SECRETARY OF THE AIR FORCE; 
HON. W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE, 
(COMPTROLLER); HON. KARL R. BENDETSEN, ASSISTANT 
SECRETARY OF THE ARMY; LYLE S. GARLOCK, DEPUTY COMP- 
TROLLER FOR BUDGET, OSD; MAJ. GEN. GEORGE H. DECKER, 
CHIEF BUDGET DIVISION, DEPARTMENT OF THE ARMY; REAR 
ADM. E. W. CLEXTON, ASSISTANT COMPTROLLER, DEPART- 
MENT OF THE NAVY; MAJ. GEN. M. J. ASENSIO, DIRECTOR OF 
BUDGET, DEPARTMENT OF THE AIR FORCE; BRIG. GEN. ROBERT 
S. MOORE, SPECIAL ASSISTANT TO ASSISTANT SECRETARY OF 


DEFENSE (COMPTROLLER) 
LIMITATION ON EXPENDITURES 


Senator O’Manoney. The subcommittee will be in order. 

(Discussion off the record.) 

Senator O’Manonry. May I say that Senator Saltonstall asked a 
question just a moment ago which I think the Assistant Secretary 
for Defense, the Comptroller, may answer right now. 

Senator Savronstauu. | thank the chairman very much for that 
courtesy. 

Secretary McNett. Senator Saltonstall, do you have before you 
this chart? 

Senator SALTONSTALL. Yes. 

Secretary McNeri. What aggravates the rane might be ex- 
plained by this chart. If you will notice under the fiscal year 1953 
column, the first line, there is $500 million of expenditures that will 
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result from contracts placed prior to July 1, 1950. Those contracts © 
in 1953 will have been running three or more years. They have gone 
so far that there is nothing that we can do about that $500 million. 
That work will be finished for the most part in the early part of 
the year and we cannot scratch that out beyond 1953, if we tried. 

Senator Fereuson. That is half a billion dollars. 

Secretary McNett. Yes, sir; that small line at the top, the first 
column. 

Taking next in 1951, Congress provided us with authority for obli- 
gation of $48,200,000,000. Those contracts were placed in the fall 
of the calendar year 1950, and in the spring of 1951. 

Senator Ferguson. They were all placed? 

Secretary McNett. Yes, sir; by June 30 essentially all of that was 
under obligation. As a matter of fact, the big part of that was out, 
90 percent of the contracts, before April 1. 

Senator Fereuson. Our experience shows that even though you 
let contracts, the delay in getting either buildings or machinery is in 
many cases along period. You emphasize it is going to be in 1 year. 

Secretary McNetu. No, sir. 

Senator Frrauson. I say you sometimes do. I was taking the 
tank situation. Instead of 1 vear getting 3,000 tanks, you do not get 
them in 2 vears, and you do not get them in 2) years because of delay. 


FUNDS SLIPPAGE 


Secretary McNerz. That is right. We have tried to discount 
what has been termed ‘‘slippage’”’ in that projection. 

Senator O’Manonrny. The testimony of Secretary Lovett yester- 
day was that there was an allowance of $2 billion made for the purpose 
of taking care of the slippage and that was the allowance of which 
you speak. 

Secretary McNetv. In addition, sir, schedules were adjusted in this 
present plan with all of the experience we could have and yet we still 
took an additional slippage of $2 billion to get the $52 billion expendi- 
ture estimate. 

Senator Ferguson, by 1953 those contracts placed in 1951 will have 
been running 2 years. 2 

Senator Fercuson. I cannot see that the time they have been run- 
ning has anything to do with it. 

Secretary McNem. Anything that was not accomplished in the 
first year after the contract was placed is progressing and will come in 
the second year and in the third year. In the second year schedules, 
and then discounting those schedules, will result in $11,900,000,000 
expenditure out of 1951 money in 1953. For the most part a large part 
of that will be in the first two-thirds of the year. Assume for the 
moment that you try to stretch that, a little will drop over in 1954 
but not too much. 


1953 ESTIMATED OPERATIONS EXPENDITURE 


Now, Senator Saltonstall, going to the bottom line, under 1953. 
Maintaining a 3,700,000-man force, paying pay and allowances, 
handling the gasoline, fuel oil, and the expenses you have for an operat- 
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ing force of that size, the expenditure will run about $20,700,000,000. 
If you have that force, there is not much you can do. 

That then leaves contracts placed under 1952 money, and it means 
that any expenditure reduction will have to apply to that segment. 
That is why the problem is exaggerated and you cannot deal with it 
as a whole, sir. 


CANCELLATION OF DEFENSE CONTRACTS 


Senator SattonsTaLL. But, Mr. McNeil, let me ask you again, 
why is it canceled rather than stretched out? Why can’t that 
$31,400,000,000 be stretched out? You are going to get some more 
money in 1954 and 1955, and instead of building new tanks, new air- 
planes, and new types of jets, you can finish these that you have al- 
ready got started if they are held up. Does that mean that the 
business plants, we will say Pratt & Whitney or the one out in Seattle, 
cannot hold back, they do not have the private credit to hold back, 
and keep these things going? 

Secretary McNutu. I might describe that by saying I know of a 
small mac chine shop in Boston that makes injectors and wrist pins for 
Wright engines and for Pratt & Whitney. They are some months 
ahead of Wright and Pratt & Whitney in getting out a complete 
engine. If Wright just completes the engines now on schedule, even 
if you could make adjustments, that machine shop in Boston will 
have to quit in several months. 

Senator SatronstaLu. They have no ready cash to pay their help 
and no work to put their help on? 

Secretary McNei. That is an element, too, in addition to the 
fact that they, on finished wrist pins, finished fuel injectors, are some 
months ahead of W1 right and Pratt & Whitney. 

Senator SALTONSTALL. Assume you cancel, that firm will have all 
these wrist pins in stock in inventory, what are they going to do with 
them? Isit not a dead loss to them? 

Secretary McNett. We have to pay for them. 

Senator Ferauson. That does not make any difference whether 
it is done by the fact that Pratt & Whitney has not the machines 
or whether Congress does it, you are still making more wrist pins than 
you are making engines and accumulating them, and that is one of the 
complaints I hear all over the country, that you have different things 
piled up. Then we discover—and I want to ask you about a specific 
case—you make one engine that cost better than a half million dollars, 
and then you discard that engine. So you might have parts all over 
the United States to make thousands of those engines and they are not 
piled up. 

Senator O’Manoney. Is that not another problem? 

Senator Fmrcuson. No, it is not. 

Senator O’Manonry. It seems to me'to be another problem. There 
is no question that in the past the various military services have taken 
a long time to make up their minds as to the particular type of machine 
they were going to build. During World War II the B—-17 was not 
put into production until the President finally said, ‘Now, we have to 
freeze the design and begin to produce,” and it was then and only 
then that delays due to changes in plans were stopped. Now, that is 
something different from this question of expenditures. 
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DISCUSSION ON DELAY 





Senator Fereuson. I do not see the difference between a delay, 
and that is what Senator Saltonstall is talking about, I do not see any 
difference in the effect of the delay, whether it is done by act of Con- 
gress extending the time you can use the money or done by one of the 
company’s s inability to get facilities to do the job. For instance, take 
the tanks, and I have to come back to that because I have gone over 
that. You plan making 3,500 tanks in a year in one plant. The 
facilities are there, everything is in order to make the tanks, but the 
management cannot make the tanks and cannot make that many 
tanks in 2 years. Now, if Congress had come in and said that you 
had to take 2 years because of money, I know what would have been 
said, but when management is unable to do it, you have to take the 
delay. 

As I see this cut-back, that is all they are asking you to do, is to 
delay. What difference does it make whether it is delay on the part 
of management or delay on the part of Congress, it is still delay. 

Senator O’Manonery. That is a very good sentence, it is still delay, 
and the more delay you have, the slower you get the objective appro- 
priations you want. 

Senator Feracuson. The results are the same whether it is Congress 
or the company. 

Secretary McNeiu. Except for one thing. 

Senator Fercuson. I mean so far as these parts accumulating 
is concerned. 

Secretary McNeri. You must remember that the last 18 months 
has been utilized in getting this machine in motion. In getting it in 
motion there have been stop lights and road blocks, and so forth. 
The bottlenecks have been one of the chief occupations of Army, 
Navy, and Air with additional assistance from the outside. 

The schedules for the production are generally, with the exception 
of a few spots, moving at the moment, and I think moving quite 
satisfactorily from a defense standpoint. 

Now, the $52 billion expenditure estimate reflects programs that 
are quite sound and obtainable on production. They reflect pro- 
grams that total a little over $54 billion, and again I would like to 
emphasize that the $54 billion represents schedules that have so- 
called water squeezed out of it. 

Senator Fercuson. But if you spend that much money, you will 
be over the debt limit. 

Secretary McNeri. We contemplated a program of $54 billion, 
knowing that there would be certain things that we could not foresee 
that would happen, the value of that we thought was $2 billion, and 
I believe the estimate is sound. 

Senator O’Maunonry. It occurs to me to add something to see if I 
am correct. Senator Ferguson has based this question on the premise 
that the Defense Department, the Department of the Army, has made 
a contract with a particular arsenal to manufacture 3,500 tanks. 

Senator Frreuson. Roughly speaking. 
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ADJUSTED DELIVERY SCHEDULES 


Senator O’Manonry. Roughly speaking. And for reasons within 
the control of the manufacturer of the tanks the deliveries are not 
made on time and therefore there is a stretch-out because the manage- 
ment of the arsenal has not gotten the material or has not gotten the 
labor or for some other reason within the factories the deliveries were 
not made. Who is responsible for that delay? Who bears the ex- 
pense, if any? The expense is borne by the manufacturer, is it not? 

Senator Frerauson. This happened to be the Federal Government 
operating the plant. I do not think it makes any difference in theory. 

Senator O’Manonrey. In theory it makes no difference. Now, 
then, if on the other hand the Government has made a contract—we 
will make it a private manufacturer now—for X end items for delivery 
within a certain period and then the Government having made the 
contract, which includes of course payments during the period of the 
contract and not all upon delivery, if the Government says, ‘“‘We are 
not going to make these payments for 6 months or a year,’’ then the 
responsibility for the delay is the responsibility of the Government, 
and it makes no difference who takes the initiative. 

When the Bureau of the Budget in reviewing the request of the 
military cut you back by $2 billion or whatever it was, the Bureau of 
the Budget required a stretch-out of the program and you had to pick 
that up by modifying contracts which had not yet been made, did you 
not? 

Secretary McNerin. Largely through contracts that last fall had 
not yet been made; yes, sir. 

Senator O’Manonry. Now then, if on top of that Congress imposes 
another limitation of expenditure, it seems to me to be perfectly clear 
that the only effect of that limitation is to say, ‘‘Well, we will not 
pay on time for the things that we ordered,” and it is for that reason 
that I have come to the conclusion—may I say to my colleagues on the 
committee—that the best way to economize, and we must economize, 
is not by saying, ‘‘We are not going to pay for these things we ordered 
on the time that we promised to pay; we are going to demand that you 
delay these things with all the consequent difficulties which may result 
in the claim against the Government.” I say the thing to do is to 
continue to observe the contracts that we have made and make our 
economy by cutting down the appropriation so that no new contracts 
will be made. 

Senator Ferguson. I cannot agree with you, Senator. 

Senator O’Manonery. That I found was. the judgment that was 
reached by the Comptroller. 

Senator Frreuson. I cannot agree with you on that because I 
think priority of contract must depend upon the particular item that 
you are acquiring. 

Senator O’Manonery. Of course that is true, too. 

Senator Frreauson. I do not agree because the contract is let that 
it becomes sacred and one that is not let is not sacred. I think that 
would be a fallacy that we could not go along with. 

Senator O’Manonry. | do not say it is sacred but I say it is more 
expensive to the Government to cancel the contract and lay itself open 
to damages than it is to say we will not make a new contract. 
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Senator Ferauson. That does not necessarily mean that a delay 
in the fulfillment of a contract is done every day in business. 


HYPOTHETICAL CASE 


To take a hypothetical case, if we produce some articles, 600 a 
month, and you go to the manufacturer and say, “‘We want that now 
at 550, we find our channel of work is-such that we want 550,” it 
may be that that can be done without any damage whatever. The 
company merely makes a shift in its lines and produces 550. 

Secretary Kimpaty. May I speak to that, Senator? 

‘Senator Fercuson. Yes. 

Secretary Kiwpauu. What happens of course is that your overhead 
pretty much stays the same so that when you cut down from 600 
to 550 the price of the 550 goes up, so you have to cut below the 
550 to stay below your dollar. 

Senator Ferauson. I am not saying you will not go and get more 
overhead on an item like that, but it may be that this company may 
operate within a range of 200 a month and not very its overhead 
because of its own dake ated I think you will find in practically all 
your contracts you are not getting production according to your 
original schedules. 

Secretary Krmpatu. We have tried to run these plants on a one- 
shift minimum basis as slow as we could have them so that we would 
have a manufacturing potential in case of emergency. So we are 
running these plants about as slow as we can run them to get effi- 
ciency out of them. If we slow down below that, we will run into 
trouble on them. 

Senator O’Manonry. Now, we got into this diversory discussion 
by reason of the fact that Senator Saltonstall asked the question to 
which he wanted an answer before he went to the Independent Offices 
Committee. So I suggest to our committee members that we post- 
pone discussion and allow the Secretaries to present the facts. Then 
we will be arguing fact instead of theory. 

Senator Ferauson. I am just trying to be convinced of it. 

Senator O’Manoney. I know you are. 


LEVEL OF APPROPRIATIONS 


Senator Tuyr. Mr. Chairman, you brought out one point that 
interested me very much, and that was that the contracts under the 
appropriations that are granted, if they were permitted to proceed, we 
would momentarily incur a greater national debt, but linewving we 
would step our defense up more rapidly, then reduce the appropria- 
tions that we will approve this year, and by reducing that appropria- 
tion we do not stretch the over-all national debt because we have the 
appropriations now from the revenues enacted, and therefore these 
wil not incur a greater national debt because next year when we 
appropriate we will reduce the appropriations to be within the antici- 
pated revenues. But we will have our national-defense implements, 
whether they be planes, tanks, or any other types of equipment. We 
have that because the contract may go on and be fulfilled in accord- 


ance with the schedule laid down. That will give us the defense, 
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but will reduce our appropriations and in the next year our contracts 
let will be materially reduced. Am I right or wrong in that? 

Senator O’Manonny. The Senator is following me completely. 
We are faced with a condition and not a theory. Your question is, 
shall we balance the budget by cutting back the delivery of the items 
Congress has previously authorized the Department of Defense to 
deliver. Senator Ferguson, you pointed out yesterday that when 
the Bureau of the Budget cut back the request of the Department of 
Defense they ordered a stretch-out. When they did that they were 
delaying the delivery of combat material that we had decided last 
year this country needed in the interest of national defense. 

Now, we do know, there is no doubt about it, that while we have 
increased our preparedness, while we have a larger Army and a 
larger Navy and a larger Air Force, we do not yet have the fully 
equipped Army, the fully equipped Navy, the fully equipped Air 
Force that we had in mind. We do not have the 143 wings. Now, 
which is more important, to continue to build—let us talk about Air 
Force alone—which is more important, to continue to build toward 
this 143-wing Air Force or (a) to cut back the delivery of the planes 
that are necessary to maintain it, which have already been contracted 
for, or (6) to reduce the appropriations so that the future contracts 
will not be made until we have a chance to see how these things are 
being delivered? 

Senator Fereuson. If you were talking about the airplanes alone, 
] might agree with you. 

Senator O’Manoney. A rose by any other name is just as sweet, sir. 

Senator Fereuson. I know, but I still think you cannot give sacred- 
ness to the present item and neglect a future contract for another item 
because the future item may be more important than the current 
contract is. 

Senator O’Manoney. The sacred thing to me, Mr. Secretary, is to 
see that this country has the national defense it needs. 


UNEXPENDED FUNDS 


Senator Tuye. Mr. Chairman, right at that point, we do have the 
unexpended funds, do we not? 

Senator O’Maunoney. Surely. 

Senator Toye. With which we can pay without incurring a greater 
national debt? 

Secretary Frntetrer. Not for the expansion that is called for in 
the force level. 

Senator Ture. I beg your pardon? 

Secretary Finterrer. Those unexpended funds in the case of the 
Air Force are to build to 95 wings. 

Senator Tuyr. They are projected in 1953 and 1954. 

Secretary Finterrer. Yes, because of the lead-time. You have no 
unexpended funds that you can use to go over the 95 wings. 

Senator Toye. But without any limitation on expenditures on this 
particular year, then put you on notice that the appropriations as 
enacted in this session will reduce the over-all for the fiscal 1953 and 
1954. We can finance in that manner. 

Secretary Finterrer. I do not want to anticipate my presentation, 
but I will attempt to answer that question. 
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Senator O’Manonery. Mr. Pace, will you proceed? 

Senator Younc. Mr. Chairman, may I have just ’a word? We 
have to pay for this better-equipped Armed Forces some time, whether 
it is this year or next. Next year might be a Republican year and I 
personally would like to pay for as much as we can this year. 

Senator O’Manonry. You would like to pay for it in a Demo- 
cratic year? 

Senator Youne. Pay their share of it. 

Senator O’Manoney. Let us proceed. 

Secretary Pace. Mr. Chairman, in view of the time limitation, 
what I would like to do is this, if | may: I have tried as far as possible 
to condense what I feel is the implication of this statement to about 
six pages. I know that certain members of the committee have 
probably read this. I would like to hit it with great rapidity. I 
would then like to move into the problems that disturb Senator 
Saltonstall and Senator Ferguson to try to give them my own reaction 
to the meaning of the problems as they have stated. 

Senator O’Manonry. V ery well. If you have that limitation you 
can make your date with the White House at 11:30. 

Secretary Pace. I will move rapidly. 


IMPACT OF LIMITATIONS ON KOREAN WAR EXPENDITURES 


At the outset, I think it would be wise for me to advise you in 
specific terms of the impact on the Army if Congress approves the 
proposed House ceiling on expenditures for fiscal 1953. ‘The Army 
has sustained the fighting in Korea largely out of its World II stocks. 

I want to stop and emphasize that fact. Except in a very, very 
limited degree, we have not been fighting in Korea out of any produc- 
tion that has occurred since the beginning of the war in Korea. We 
fought it out of our World War II stocks, and we have in the bills 
that are presently before you in the form of a supplemental request 
for fiscal year 1952 and in the form of the 1953 budget, and also in 
terms of what you have granted us in 1951 and 1952, sought to 
recoup the amount of reserves that previously existed before we 
spent them in Korea—reserves that are imperative in my judgment 
to provide a basis for carrying on the war in Korea and to provide 
vou for the bare minimum which would be required: if a larger war 
were forced upon us. 

It is important to understand that not only have we fought this 
war almost completely out of stocks that existed already in the Army 
which have not yet been replaced, but also that we have not had a 
return of those stocks except in a very minimal degree. This expendi- 
ture limitation would vitally impair our capacity to recoup our stocks 
which I consider as minimum reserve not only for Korea but also for 
whatever else we are doing. 


MILITARY EQUIPMENT 


Senator McCLeLLAN. Are we to imply from that statement that 
today we have less military fighting equipment than when the war in 
Korea started? 

Secretary Pace. We have less reserve, that statement is correct. 
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Senator Ferauson. But we appropriated in supplemental bills $17 
million to cover the cost of those items, which should have reproduced 
those items. 

Secretary Pacr, Not at the present time because of the lead time; 
actually, as you know, Senator, the replacements are now coming into 
effect in the fiscal year 1953. 

Senator Fercuson. Your money has been appropriated for that. 

Secretary Pacr. Not all of that because we have a supplemental 
for 1952 which has never actually been passed in Congress which 
represents a part of the outgo from Army stocks in 1952. 

Senator Fereuson. Did we not appropriate $17 billion? Since 
the Korean war we have in supplemental bills given you $17 billion 
which was supposed to cover the war. 

General Reever. That is to pay the bill for the stuff that is being 
delivered. 

Secretary Pace. The $17 billion was to cover the cost of'arming and 
equipping an expanding army which was expanding from 596,000 to 
1,550,000. It was also to recoup the cost of Korea, but the reserves 
to recoup that cost will not be coming in until the fiscal vear 1953. 

Senator Fercuson. Will you sive us on this record the cost of the 
Korean war up to date? 

Secretary Pace. I think we can provide you with the cost of the 
Korean war probably up to the Ist of January of this year. 

Senator Ferguson. Why not up to now? 

Secretary Pace. I think we can provide you with it up to the last 
of February. 

Senator Frercuson. Could you give it to us up to then? 

Secretarv Pace. I think we can. 

Senator Frrevson. Then can you give us the anticipated cost per 
month as we are going now? 

Secretary Pacer. At the present time I am satisfied we can do that. 
You will realize that that particular cost is a difficult figure to set 
accurately because of personnel who are over there and whom you 
are paying. You also have supplies that are being sent over there 
that are available for other purposes if and in the event of the ter- 
mination of the war in Korea, so it is a difficult proposition to compute 
Korean costs. I will try to estimate it conservatively, Senator. 

(The information referred to follows: ) 

The readily identifiable additional cost of the Korean war from June 27, 1950, 
to March 31, 1952, is approximately $9 billion. The current rate per month of 


the Korean war is approximately $400 million per month. 
(See also pp. 194 and 356.) 


CONTRACT OBLIGATIONS 


At 

Secretary Pace. But the point I wanted to make is that the goods 
to recoup what has been consumed in Korea would not be delivered 
until in the fiscal year 1953, and these are the goods which the expendi- 
ture limitation would prevent us from obtaining in that particular 
year because of the fact that we would not be able to pay the money 
for contracts that had been entered into in many instances since 19: 51. 

(Discussion off the record.) 

Senator McCieiian. Does any fault attach to Congress for failure 
to give the funds? 
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Secretary Pacer. It has not lain on funds provided by the Congress. 
In my estimation if this expenditure limitation is put on, it will void 
the action of the Congress in providing us with funds to enter into 
contracts in good faith with people to provide this replacement. There 
then is a reason for saying that congressional limitation has affected 
that capacity. 

(Discussion off the record.) 

Secretary Pacr. Now, the point is that most people have a concept 
that ammunition is a simple process that rolls out in 3 or 4 months. 
Actually to set up your process of production, to let your contracts, 
and otherwise to move aggressively toward the first deliveries, requires 
a period of approximately 15 to 17 months before that ammunition 
starts to roll off the lines. 

We are just now reaching that point where the production machine 
is beginning to produce. 

Now, I want to say in terms of ammunition that the expenditure 
action of the Congress would not affect us in that area because I would 
not cut back ammunition under any circumstances. That is the 
last thing I would cut back. But by reason of the requirement that I 
must continue to produce ammunition because of what might occur 
in Korea, I am being seriously inhibited in the other areas of production 
which I consider to be critical but less vital. 


HOUSE CUT OF ARMY BUDGET 


Senator McCie.ian. Tell us how much ‘inhibition in the House 
cut would apply to the Army. 

Secretary Pack. Approximately $2,400,000,000. This is our own 
internal distribution. That is nothing the Congress would do. I am 
just giving you my general judgment of what it would run. 

Senator McCie.uan. But if we are going to limit these funds, we 
are going to approve that House provision, how much of that would 
affect the Army? 

Secretary Pacer. As I say, it would run in the order of something 
over $2 billion. 

Senator FerGuson. Because you divide it that way. 

Secretary Pacr. That is because of the internal division. 

Senator O’Manoney. Let me give you a specific answer, Senator. 
I have had this computation made. It might just as well be placed 
in the record at this time. 

(The computation referred to follows :) 


UTILIZATION OF DEFENSE APPROPRIATIONS 


Of the $52.1 billion in new obligational authority requested in the President’s 
budget for fiscal year 1953 for the military functions of the Department of Defense, 
approximately $24.8 billion, or 48 percent of total, is to be used for capital expenses, 
while $27.3 billion, or 52 percent of total, is to be used for operating expenses. 
The breakdown by military department is as follows: 
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Fiscal year 1958 budget request 


{In millions of dollars] 


Capital expenses Operating expenses 


\Total finds | 
| 


| Amount Percent Amount Percent 


$3, 665 $10, 535 | 74.2 
6, 106 | 3 | 7, 094 | 53.7 
12, 036 | 58. 6 41.9 
OSD... nag Fas os ghee 5 rok ae alae é 4 | 6 

Proposed supplemental 





Total, Department of Defense... _- | 





Of the $108.4 billion available for obligation since the attack on Korea, $59.3 
billion, cr 55 percent of total, is being used for capital expenses, while $49.1 
billion, or 45 percent of total, is being used to cover operating expenses of the 
Department cf Defense. 

The breakdown by military department is as follows: 


Funds available since Korea 


{In millions of dollars] 


| Total funds 


Capital expenses Operating expenses 
i 


| Amount | Percent | Amount | Percent 
flechettes . ea | 
| i 
| 


Army. - gob : $40,317 | $18, 620 5. $21, 697 | 53.8 
Navy btw ddan isis. bahae 28, 915 15, 487 | 53. 6 13, 428 | 46.4 
Air Force__. aa : ‘ 38, 161 25, 209 M6. 2, 952 | 33.9 
ORG ii 5202. O79 x3... i 100.0 


Total, Department of Defense 108, 366 59, 316 | 5A. , OF 45.3 


CAPITAL EXPENDITURES 


Senator O’Maunonry. Assume the budgetary request of fiscal 1953, 
that amounted to a total of $52,066,000,000 of which $14.2 billion was 
for the Army, $13.2 for the Navy, $20.7 for the Air Force, $466 million 
for the Office of the Secretary of Defense, and $3.5 billion for the 
proposed supplemental. Now, of this sum, the following amounts 
went for what we call here, or were to go for, capital expenditures; 
that is to say for this material, Army, $3.6 billion; Navy, $6.1; Air 
Force $12,036,000,000; and the proposed supplemental is $3 billion, 
most of which I think is for the Air Force. 

Now, divided percentagewise, these capital amounts totaling $24.8 
billion, are 47.6 percent of the total budget of which 58.1 percent is 
for the Air Force, 46.3 for the Navy, 25.8 for the Army. 


OPERATING EXPENSES 


Now, the operating expenses amounted to $27.2 billion and they 
total 52.4 percent of the total. They are divided: operating expense, 
$10,535,000,000 or 74.2 percent for the Army; $7,094,000,000 or 53.7 
percent for the Navy; $8,664,000,000 or 41.9 percent for the Air Force. 
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EFFECT OF HOUSE CUT 


Therefore, if you cut back from the estimated expenditures of $52 
billion to $46 billion, that $6 billion expenditure, if it were divided in 
these same percentages among the three services, would hit the capital 
account of the Air Force by 58.1 percent of what is planned, the capital 
account of the Navy by 46.3 percent of what is planned, and the capital 
account of the Army by 25.8 percent of what is planned. 

But that distribution under the terms of the amendment is wholly 
within the discretion of the Secretary of Defense. 

Senator McC Le.uan. I understand he can allocate any way he 
pleases, but all of these agencies are vital and important. Why does 
it all have to come out of the capital equipment? 

Senator O’Manoney. It does not. I divided the two, capital and 
operation. 

Senator McCLe.Luan. I wanted to ask the Secretary if it would all 
have to come from the capital investment. 

Secretary Pacer. When you are talking expenditures, Senator, you 
are talking about expenditures in terms of specific obligations: that 
you have to meet. You really have two choices if you are talking 
about where the reduction comes 

Senator McCLetuan. Where must it come from? 

Secretary Pacer. It either must come from the people or it must 
come from material. Those are the only places where you have the 
investments. 

Senator Frrevuson. Material or services. 

Secretary Pace. That is correct, material or services. Adding 
services there would be three categories. 

If I may go ahead with my statement, I think I can put in perspec- 
tive the fact that I have said that there is no way for me at this time 
definitively to tell you exactly what is going to happen. I have tried 
to be as fair as I could be in trying to evaluate in advance. 

Senator O’Manonry. Now, may I ask members to allow Mr. Pace 
to finish, bécause we have already taken half of his 15 minutes. 

Secretary Pacr. I am always glad to let the Senator from my own 
State exercise superior privilege. 


COMBAT ARMY FORCES 


The result of this would be that the Army could not adequately 
support its forces in sustained combat in Korea in the event of a 
resumption there of all-out hostilities. Further, until some time 
during fiscal 1954 the safety of Army troops stationed in Europe would 
be jeopardized if they were attacked. In addition, we would be 
unable by the end of fiscal 1953 fully to equip the active forces of 
the Army with their initial allowances of the modern weapons and 
equipment which, with the approval of Congress, we have on order— 
unless of course we were to strip the National Guard and Organized 
Reserves. 

I will try to make unmistakably clear the reasons for this. The 
hard reality expressed in its simp! lest terms is that under this ceiling 
we would be unab.e to accept during fiscal 1953 the weapons and other 
combat equipment already ordered and which industry is only now 
attaining the capacity to produce at the rates so urgently required. 
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GENERAL PROVISIONS (SEC. 638) 


Before proceeding further I should like to emphasize that my 
testimony this morning relates solely to section 638 of H. R. 7391, 
which, if enacted into law, would limit the expenditures of the Depart- 
ment of Defense and of.the Army during fiseal 1953. At a later time 
I earnestly request a full opportunity ‘to present separately to you 
the effect of the House cuts on new appropriation authority required 
for fiscal 1953 if we are to continue along the path of reaching a 
reasonably acceptable degree of military readiness. 


CURTAILMENT OF CONTRACT DELIVERIES 


Expenditure limitation will drastically reduce fiscal vear 1953 
deliveries of arms and combat equipment. I should now like to dis- 
cuss with you in detail just where the chips will fall if this $46 billion 
expenditure limitation is imposed. There are many ways in which 
this cut might be divided, all of them unsatisfactory from the stand- 
point of Army readiness. There are two large areas in which the 
reduction might be made, one is people, the other matériel. 

Senator Fercuson, What about civilian personnel? 

Secretary Pac. Civilian personnel runs in the area of supplies and 
services, 

Senator Ferguson. But you do not indicate there 

Secretary Pace. 1 have a chart in which I will get to that point. 
You can not make the kind of large scale expenditure reductions in 
that area in my judgment, Senator, that you are talking about here ia 
terms of the $2.4 billion. 

Senator Fereuson. But can you not make some? 

Secretary Pace. You can make some, and I think I am ina position 
to point out that some of them have already been made in this area by 
the House reduction. 

If I can move on, I will show you exactly what is involved in this 
situation. 

If people, there would have to be a substantial shrinkage in our 
military strength if sufficient dollar inroads were to be made, and even 
then, the entire reduction would not be absorbed. At a minimum, 
any cut in people capable of accomplishing a real dollar reduction 
would seriously retard our ability to continue rotation in Korea. As 
the size of this reduction is increased, it would require less units and 
fewer people in these units and oblige us to revise downward the Army 
contribution to the support of the war plan of the Defense Establish- 
ment. Finally, in case of war, the absence of trained and equipped 
tactical units would prevent any reinforcement of our troops under 
attack in Europe. Matériel is therefore the major area in which any 
such cut-back would have to fall. At this stage, any figures showing 
the effect of such action necessarily represent ‘only our present judg- 
ment as to how the reductions would be effected. 

I want to emphasize again that it is extremely difficult to sit here 
at this point and determine exac ‘tly where your $2.4 billion reduction in 
expenditures would come. I have asked my people to give me their 
best judgment as to where it can be done and maintain our require- 
ments from a military point of view. The judgments which I give 
vou here reflect the judgments of my military people as to where the 
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reductions can be made with the least adverse effect and still produce 
the best possible results. 

I have likewise said that it is imperative that in presenting what 
would happen, I wanted it to be presented on the conservative side. 
In other words, I do not want to oversell this situation. I want to 
present it on a basis that the Congress can make a fair evaluation of 
the situation. 

I will not read the statement here relating to the reductions that 
would occur in the procurement. It is in my estimation quite dra- 
matic, but I want to move on and I want to get on to the questions 
that are on your mind rather than what I have to say affirmatively. 

Let me now describe to you what will be the effect upon the Army 
if these weapons and combat equipment are not received. 


EQUIPMENT OF ACTIVE ARMY 


First, as to the effect on the active Army. Our present delivery 
program calls for the active Army to be fully equipped by June 30, 
1953, and by the same time for our civilian components to be equipped 
at 50 percent of their table of equipment allowances—and oie then 
if there is no drain in fiscal year 1953 on our equipment because of 
hostilities in Korea or elsewhere. Under this $46 billion expenditure 
ceiling, this target date would be set back at least one full year. 

Senator Fercuson. I understand this percentage cut will delay the 
target date for 1 year. 

Secretary Pacer. That is equipment for the active forces. 

Senator Fercuson. What i is that month in 1953, if nothing is done 
on this amendment? It it is not put in you would have them 
equipped by June of 1953? 

Secretary Pace. They would be equipped June 30, 1953. That is 
the active Army and that is original equipment. 

Senator Fercuson. If that goes into effect they will not be equipped 
until June 1954? 

Secretary Pace. That is correct. However, again let me emphasize 
the fact that that i is on the assumption that hostilities do not continue 
in Korea. That is the assumption. 

Senator Ferauson. Of course we do not get much information from 
the forces as to what the plans are if they do continue. How can we 
do it here in the dark if we do not know what you are going to do if 
they do continue? . We have to know that if we are going to appro- 

riate. 
Secretary Pace. All I can say is what Mr. Lovett said in this matter 
that there are alternative plans prepared. 

Senator Ferauson. Yes; but we do not get any of the alternative 
plans. You see, we are now dealing with preparing an Army as of 
June 30, 1953, then you tell us that there is a condition precedent, 
dependin upon what is going to happen in Korea, there are alternate 
plans in cia but what is the condition? If (a), one of the alternate 
plans, exists, when will our Army be equipped? If (6) exists, when will 
it be equipped? If (c), exists, when will it be equipped? You tell us 
the one condition where this amendment would extend it to June 30, 
1954. 

Secretary Pace. That is one condition that would occur if hostilities 
do not continue in Korea, sir. 
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Senator Fereuson. And what will it coSt on each one of these 
alternates? 

Secretary Pacr. That, of course, no man could anticipate. 

Senator Ferauson. You prophesy what it will cost for a war that 
does not exist. Why can you not prophesy on one that does exist? 

Secretary Pace. My understanding is, Senator, that we have not 
prophesied the cost of the war that does not exist. We have prophe- 
sied the cost of trying to prepare a minimum force that would prevent 
such a war. 

Senator Frrauson. To fight such a war if it does take place? 

Secretary Pacer. | think, Senator, no one has attempted to antici- 
pate what it would cost to fight such a war. 

Senator Ferauson. To be prepared to defend ourselves in 1953 or 
1952? 

Secretary Pacer. I think that we have thus far given you our antici- 
pation of what it would require to start fighting a war if one should 
be thrust upon us. I also think it has been our effort to provide you 
with information on what kind of defense it is felt is needed in order to 
prevent such a war from occurring and the cost of that particular 
requirement. 

BUDGET POLICY BASIS 


Senator O’Manonry. Mr. Secretary, if I understand the testimony 
that was given by Secretary Lovett yesterday, and the testimony 
which was presented to this committee a year ago, this budget is not 
primarily a budget for Korea or for any particular war. This budget 
is primarily a budget to lay the basis for the production of war ma- 
terial which would be needed if we did become engaged in World War 
Ill. This budget contemplates a minimum provision for the defense 
of the United States in case of attack upon the United States and at- 
tack upon its forces. Your testimony has also been that specific 
items have not been included in the budget for the Korean war but 
that the expense of the Korean war comes out of (a) the appropria- 
tions which are made for personnel, the payment. of the men in uni- 
form and their maintenance, payment which would be made whether 
or not there was a war in Korea; and then for the expenditure of 
ammunition and the utilization of material you have been drawing 
upon reserves and from time to time you seek to fill out those re- 
serves by the supplemental appropriations that are presented. 

Secretary Pace. ‘lhat is exactly right. 


FIRE CONTROL SYSTEM 


Senator O’Manoney. Now, on page 3 of your prepared statement 
there is one sentence which seems to me to afford you an opportunity 
to explain this matter in a very clear manner. It is the last sentence 
on the page. You say: 

In the case of our T33 fire-control system which is a ‘‘must’”’ for the accurate 
fire of our antiaircraft guns, we would have to refuse 144 of the 360 now planned 
for fiscal year 1953 delivery. 

It is my understanding that the planned delivery of 360 antiair- 
craft guns had nothing to do with Korea but was part of the plan for 
the protection of continental United States and that in your judgment 
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the cut-back on expenditures will require you to refuse to receive 
delivery of 144 of those because you will not have the money to do it. 

Secretary Pscr. Let me say this, Senator, it applies not only to 
continental United States but it also applies to our troops stationed 
in Europe as well as our troops stationed in Korea because we do 
have antiaircraft requirements in Korea which we seek to meet. 

Senator Frrcuson. What is the cost of that item? 

General Reeper. Around $400,000 apiece. 

Senator Frrauson. What is the total? 

General Reever. It would be about $57 million. 

Senator McC.euuan. I should like to ask, Mr. Chairman, that the 
Secretary have his staff prepare the cost of these items. 

Senator O’Manoney. Those details are all in the detailed budget. 

Secretary Pace. Each one can be provided. 

Senator McCLe.tian. You are pointing out here in terms of the 
number of units or articles that you would not be able to pay for? 

Secretary Pacer. That is correct. 

Senator McCuie.titan. And get delivery of. If we could have 
something showing how much each one of these units cost and how 
much of that 2.4 1s going to be consumed by each item, that will be 
helpful. 

Secretary Pace. Let me say that this statement is illustrative only 
and not complete. I have a complete statement of each item, break- 
down of production and cost. 

(The information referred to follows:) 


Pricing of the representative items mentioned in statement by Hon. Frank Pace, Jr., 
before the Subcommittee on Armed Forces Committee on Appropriations of the 
Senate relative to House proposed expenditure limitation on the Department of 
Defense for fiscal year 1953 


| Pree | | 
| Quantity Estimated | 





| planned —— | Estimated | Dollar value 

Item for delivery) aojivered | Quantity | Unit cost | of items 

in fiscal | ~ fader deferred | deferred 

year 1953 | limitation 

| ESTE Sere Le (Cum ere Ie ew SN se ge) - 
Medium Tank M47-M48 bbe. Aaa 3, 428 | 318 3,110 $305, 204 $949, 184, 440 
105 mim. Howitzers T98__.._._-_-. sain anti 354 174 | 180 210, 204 37, 853, 000 
214-ton Trucks 6x 6___. Sato eee 55, 556 2, 000 53, 556 9, 494 5OR, 461, 000 
§-ton Trucks 6 x 6 ard mixes.) 9, 716 1, 000 | 8, 716 | 18,268 | 159, 224, 000 
133 Fire control system. -- ly | 360 216 144 457, 333 | 65, 856, 000 
Radio sects ANPRC-10_.. 4 40, 776 16, 550 24, 226 425 10, 296, 050 
81 mm. Mortars Sih ata a 3, 003 | 1, 916 1,087 | 1, 744 | 1, 806, 000 
57 mim. Rifle M18__-- : sain 4, 408 | 3, 332 | 1, O86 | 1, 750 | 1, 901, 000 
IR iat npc Son peda n sd isbie Reoaeienscei= ean tic thaaes ...---| 1,734, 671, 490 


Senator McCiextian. I do not know whether this will take more 
than $2.4 billion or less or what. 

Secretary Pace. I think it will run exactly $2.4 billion, Senator. 

Senator Ferauson. You are telling us now that you would exclude 
this item if we make this cut. Can vou not give us an alternate 
that you make this item and have delivery and vou can leave out 
another item, and let us decide which we think for our defense is the 
most important? You give us no alternative here. You take away 
from us these machine guns and these antiaircraft guns. 
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ARMY DIVISIONS 


Secretary Pace. Let me say this, Senator. I have stated originally 
that 1 have given you the best judgment of my military people of 
where the reduction should be effected. If the Congress wanted to 
indicate to us where the reduction should specifically be effected, 
then that could be done. Let me point out where the alternatives 
lie. We have 18 regimental combat teams and slightly over 100 
antiaircraft battalions, That means we have, I would say, a striking 
equivalent of somewhere around 30 divisions. That is not accurate 
or an appropriate statement because you cannot translate either 
regimental combat teams or antiaircraft battalions into divisional 
strength. We have moved from 18 to 20 divisions within substantially 
the same end strength limitation. In other words, we have not 
moved forward appreciably on our end strength limitation, yet we 
have created two more divisions. 


ALLOCATION OF HOUSE CUT 


You are faced with these propositions, as you point out. You 
can either take it out of procurement, and again let me emphasize 
that this expenditure limitation method is the most expensive and 
the most disrupting method of taking it out of procurement. I say 
that because you have let contracts; the producers have procured the 
materials with which to produce the end result; they have prepared 
to provide us in the year 1953 with what we seek. Now we are 
forced to tell them that we do not have the money to pay for their 
items, that we cannot under the law pay more money than is per- 
mitted under an expenditure ceiling, and therefore that we cannot 
pay for their matériel. This is so even though the momentum has 
been built up, the overhead created, and the material requirements 
established. An expenditure limitation, in my estimation, is the most 
expensive and likewise the most disrupting method of effecting a 
reduction, if one is to be effected. 

(Discussion off the record.) 

Secretary Pacn. If I could let General Reeder speak to this par- 
ticular point on which he is particularly qualified. 

Senator O’Manonery. That is fine. 

Secretary Pace. I want to get this point across, Senator. 

Senator Furauson. I want you to get it across, because I have 
some questions to ask you. 

General Reeper. The question which you have is, can you not 
delay these. 

Senator McCLe.ian. Before you get that answered, may I get 
this one answered first? 

General Rexper. Yes, sir. 


DEFENSE CONTRACTS CUT BACK 


Senator McC.Le Lan. Do I understand that all of these that you 
referred to here that will have to be cut back, and you could not 
accept delivery of, are now on order, now contracted for, and under 
the terms of the order it is anticipated they will be delivered in 
fiscal 1953? 
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General Reever. That is right. 

Senator McCLeLuan. The order is already out and you have 
a firm contract? 

General Reepsr. That is right. 

Senator Frreuson. And enough tools to make them and all? 

General ReEpErR. We are coming along on the tool business; yes, sir. 

Senator O’Manonery. May I interrupt, General? Yesterday I saw 
a chart which had been brought up here for the purpose of illustrating 
this point. Are you familiar with the chart? 

General Reeper. Yes, sir; but 1 was going to be more specific. 

Senator O’Manoney. All right. It is much better to be more 
specific. 

General Reever. The Cadillac Co. in March turned out 163 light 
tanks. They are contracted to produce 125 a month. We cannot 
accept all of those. We have to tell them to cut back. We will not 
terminate that because it is the only place we can get light tanks. 

Senator McCLe.uan. Are you going to have to turn back irrespec- 
tive of this limitation on expenditures, or is that contingent upon the 
limitation? 

General Reever. That is contingent upon the limitation. We have 
not yet told them. There have been delays in getting production 
under way, that is true. 


COST OF TANKS 


Senator Ferauson. Will you get for this committee the cost of the 
tanks that you have been producing up in the Detroit Tank Arsenal? 

General Reever. Yes, sir. 

Senator Frrauson. For the last 2 years the cost per tank produc- 
tion. 

General Reeper. Yes, sir. 

(The information referred to follows:) 

The cost per tank, including spare parts, cannon, fire control, and on-vehicle- 
matériel, is $191,000 according to Detroit Arsenal. However, I should at once 


make the point that this cost is not readily comparable with the cost of industrial 
contractors because of dissimilarity in methods of computing costs. 


DEFENSE PRODUCTION 


General Reever. It is lower than we have had in the contract. 

Now, when you turn to something where there has not been required 
so great effort in tooling up—— 

Senator Ferauson. Could you stick to that one item he mentioned, 
these guns? 

Senator McCLe.ian. There are several items in here. 

General Reever. There are a lot of items. Where the difficulty of 
getting tooled up, to start is not so great, we are already in good pro- 
duction. Willys-Overland in Toledo turned out 4,500 jeeps last 
month. Chrysler turned out 2,333 %-ton trucks. General Motors in 
Detroit and Reo and Studebaker combined turned out 5,633 2-ton 
trucks. 

In 1953, in trying to back down on this and do it more or less equally 
in the end result, although the amounts that we cut appear out of line, 
instead of taking 57,000 jeeps, we will have to take 54,000 less. In 
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other words, we are going to stop a year’s production at the present 
rate. 

Senator Younc. May I ask a question there? Is all this equipment 
for our own Armed Forces or is part of this for NATO? 

General Rexper. I am talking now about what is for our own 
Armed Forces. Practically Willys-Overland cannot afford to not de- 
liver some of the trucks. We will have to accept the stuff that is 
already rolling along the line. The first 6 months trucks, probably. 
And the only way we can meet it, staying within this expenditure 
limitation, is to tell them when we are sure that the limitation sticks, 
to stop producing trucks. We will get more trucks than we should 
pay for before we can stop them. 

Senator McC.LeLian. How many thousand did you say? 

General Reeper. 54,000. 

Senator McCLe.Lian. That is a jeep for about every six or eight 
soldiers; is it not? 

General Reever. Not quite that bad. About every 31. 

ns McCue .uan. I notice here, radios, you have 40,000-some 
odd. 

General Reeper. Yes, sir; the numbers are terriffic. 

Senator McCLe.uan. They certainly are. 

Senator Fmrauson. Have they not already got stocks of radios? 

General Renper. That is what we have been fighting the war with, 
sir. 

Senator Fercuson. I say have you not got stocks of them? 

General Reever. No, sir. 

Senator Frerauson. If you had all the money that you desire, how 
many trucks would you get? 

General Reever. I did not bring all that business up here, sir. 
If we were to get all the trucks that we desire—take the jeep—we 
would equip the active Army completely. We would put in the hands 
of the National Guard and a part of the Reserve about half of what 
they would require in time of war, and we would accumulate enough 
trucks on hand and on order—either one, it is immaterial—to carry 
us through the first 7 months of a war, because after that, as long as 
our velidudtisn line was rolling, we could begin to support a war off 
the production line. 

Senator Fnrauson. What is the life of a jeep? 

General Rexper. We figure for combat——— 

Senator Ferauson. No, I mean before you get into combat. 

General Reeper. We figure a total use of 8 years. 

Senator Ferguson. What is it in combat? 

General Rexgper. In actual combat? 

Senator Fmrauson. Yes. 

General Rexper. Less than 2 years. 

Senator Ferauson. Where are all the jeeps that we had to support 
an Army of 11 million people 6 years ago? 

General Reever. First of all, when the war ended, those were not 
new jeeps. 

Senator Ferauson. Yes, but where are they? 
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General Reeper. A great many of them were wrecks. Part of 
them were sold off as surplus, but a tremendous number were 
retained. 

Senator Ferauson. You retained enough for what size Army? 

yeneral Reever. That is a hard question to answer, sir. I cannot 
give you a good answer offhand. 

Senator O’Manonery. A large number were retained in stockpile? 

General Rexper. Yes, sir. What they shipped back to the States 
was new and scarcely used ones from places such as India, where they 
were closing out. The active theaters, places like Europe and Japan, 
which went on, retained everything that they could see as a foreseeable 
need for the next 5 years, and above that they were disposed of. But 
that did not include all the good ones, they shipped those back to the 
United States. 

Senator Fereuson. If vou had to make a choice between these 
54,000 jeeps and the antiaircraft guns for $57 million, which would 
you choose? 

General Reever. | would choose some of each, sir. It is a very 
easy thing, because a gun sounds romantic to buy the gun and not 
the truck. 

Senator Fercuson. Yes. 

General Reeper. But our success in the last war was based upon 
two things, mobility and fire power. The ability to move troops 
quickly so one of our divisions was equal to one and a half of the 
German’s. And second, firepower, the man at the front is of no 
value unless he has ammunition and the only way vou get ammunition 
to him is by a truck. So they are not romantic to look at, but they 
are just as essential. 

Senator Fereuson. Is that what you tried to do here? 

General Rreeper. Yes; this is no final list. We do trading and so 
forth, but the end result has to total the same amount of money. 

We tried to bring the over-all equipment of the active Army back 
to approximately the same pe reentage, and we tried, also, to utilize 
the orders of others wherever it is possible to maintain production 
lines so we would not close them down if we could help it. 

You asked a question about the AN/MPQ-10, that mortar locator. 

Senator Frrauson. Yes. 

General Reeper. In that case we had cut 92 out of the Army. We 
had scheduled 137 to be delivered to the Army and 48 to others. 
That was our program for 1953. Now for delivery in 1954, there were 
some 44 or 48, whichever it is, for delivery to others. They presum- 
ably still have the money. So when we cut out 92, we moved that 44 
back into 1953 for our other buyers, and by so doing, we only have to 
cut the production line by 48. Even doing that is going to raise the 
price of that thing $40,000, I believe, per item, because we go from an 
intended production of about 25 down to about 15 per aide or 
something like that. 

Senator O’Manoney. In view of our attempted time limitation, 
General, we will ask Secretary Kimball to proceed. 


NAVY CONTRACTS AND DELIVERIES 


Secretary Kimpautu. Mr. Chairman, before going into the prepared 
statement that I have here, I would like to make a couple of remarks 
about this. 
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Generally speaking, the Navy is about in the same position as the 
Army. We have fought Korea with the ammunition, ships, and air- 
craft that we had at the start. We filled it out of our stock. We are 
replacing, particularly in the ammunition and the aircraft and radar, 
and other things out of our 1951 and 1952 funds. ‘Those will just 
start into being in 1953. So what it means is that the effect of this 
limitation order is to cut the appropriations that Congress made to us 
in 1951 and 1952 by about $6 billion. There is a cut in the 1953 funds, 
but the effect of this limitation order is to cut the funds appropriated 
to us in 1951 and 1952. and it will cut the appropriations not by $6 
billion, but by some figure between $6 and $12 billion, because as we 
cancel these contracts we are going to run our cost up. 


ALLOCATION OF HOUSE CUT 


Senator O’Manoney. Of course, Mr. Secretary, it would be possible 
to allocate part of this expenditure cut to personnel. There is nothing 
in the amendment which prescribes that it be limited to the contracts 
which have already been made. So the question naturally arises, 
what would be the effect on personnel in the Navy if any of the cut 
were allocated? If you were, for example, to reduce the expenditures 
for salaries and for subsistence and for the operation of vessels, do you 
have vessels in day-to-day operation which could be called back into 
the navy yards and put out of operation. That is one way of making 
an expenditure cut. 

Secretary Kimpaty. We could cut the combat forces which is the 
last thing which we should cut and then it takes a bigger cut in those 
areas in order to save money. If we cut our manpower, that means 
we have to stop our recruiting, and stop our training sc hools, and it 
backs away up on you. If you start to cut your manpower, vou can- 
not just let the people go. We have contracts with them. We can 
let our Reserves go, of course, but the Reserves we have called in are 
the highly technical people we need so badly. So what it would mean 
is that we would have to stop the input and that would mean then we 
would have to stop the training schools aad stop the orderly recruit- 
ment of people into the fleet, which would be a very serious blow to us. 


NAVAL VESSELS IN OPERATION 


Senator O’Manonry. You have 400 naval vessels in operation, 
approximately. 

Secretary Kimpaui. Over 400. We have 1,191 ships in the fleet 
completely, about 400 of them combat vessels. 

Senator O’Manonry. Would it be possible to take some of those 
vessels out of commission, or put it another way; are they all necessary? 

Secretary Kimpaui. We think we are operating with the very 
minimum we can do now in the light of any war conditions. We have 
a need for more of them. In this last trip in the Pacific, General 
Ridgeway and the commanders of the Pacific Fleet all wanted more 
ships out there. They pointed out a need for three classes of ships. 
They need more destroyers out there. They want one or two aircraft 
carriers and minesweepers, and they want them very badly. Our 
manning level on our ships in Korea is 100 percent. The manning level 
on the balance of the fleet in the Mediterranean and the Atlantic and 
close by Pacific are 75 percent manned. 
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Senator Fercuson. Could not they be cut? 

Secretary Kiwpauu. Could we take a cut? 

Senator Fercuson. In those which are not in active service. 

Secretary Kimpauu. We do not have those at 100 percent. 

Senator Fercuson. Could you cut them lower? 

Secretary Krmpauu. We have them down to 75 percent. 

Senator Fercuson. Could you cut the 75 percent? 

Secretary Kimpa.v. We do not think we can, sir, because if we had 
all old experienced crews you might be able to operate with 65 to 70 
percent, but we are in the process now of having to call our Reserves 
back to get the skills. So what we have is a lot of young boys coming 
in without a background of skills that we have to teach them. There 
is some question as to whether we are in good shape operating at 75 
percent. 

BUDGET ECONOMY 


Senator Fercuson. Can we not find a place, as the chairman has 
indicated, to economize? Are not there places both in the Navy, 
Army, and Air Force? I cite one example. I am up in Hokkaido; I 
see a hangar out of the camp, 50 miles from an airport, out of Sapporo, 
and they tell me that the hangar was flown there. The cost must have 
been enormous. It is being used, now part of it for recreation, and 
part for storage. Anybody who has traveled has seen it. The House 
committee indicated extravagance and waste. Is there not some way 
we can get a cut out of some of those items? Are there not things that 
we can let go for a year or two and suspend the time that we are going 
to build them? 

Secretary Kimpauu. Senator Ferguson, I think we have pushed 
back the things in the United States as far’ as we can, because | 
will assure you for the last 3 years all I have been trying to do is find 
some place where we can cut our expenditures, and not only the 
Navy Department, but we have had consultants from every large 
corporation that I could try to get in here to try to get more efficiency. 

Senator Fercuson. As I understand, we are going to try to change 
uniforms in the near future. 

Secretary Kimpatyu. Any uniforms you change is uniform procedure. 

Senator Frercuson. But it costs more money. 

Secretary Kimpauu. No; it does not, because you phase one out as 
the other comes in. 

Senator Fercuson. Is there not some way to cut the Navy in the 
United States? I do not mean in Korea. Is there not some way we 
can take part of this limitation out and not take it out of the vital 
things like the antiaircraft guns and the jeeps and so on? 

Secretary Kimpatu. Ours will come out of the estimated $2.2 
billion cut of about $400 million coming out of our maintenance and 
operation, about $200 million out of public works and about $1,600 
million coming out of procurement. 

Senator Fercuson. If Congress was going to act and make some 
cut, how would you list those in order? Where would you say that 


in your opinion for the safety of the United States the cut could come— 

out of what? You have three ways of cutting. Where would you 

start first? 
Secretary Krmspatu. We will of course also try —— 
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PROCUREMENT CUT 


Senator Fercuson. Suppose the Senate did not agree with the big 
cut, but we say we ought to cut something off, what would you take 
it out of first? ; 

Secretary Kimpatyu. We do not waat to take it out of procurement 
because we are woefully short. But also for the safety of this country, 
I feel we cannot reduce our combat forces. I think we have them 
down to a level now that they are very thin. 

Senator Ferauson. But the most valuable to you today would be 
procurement. Then what next? 

Secretary Kimpauu. The only place we can take out mostly is 
procurement. 

Senator Frrauson. Why? 

Secretary Kimpautyt. We can cut some of our maintenance and 
operation. We can cut off some of our public works. 

Senator Fercuson. That is what I meant. Can we not cut our 
public works? Can we not cut our civilian employees? Can we not 

cut the cost of the maintenance of the Navy out of Korea? 


CIVILIAN PERSONNEL 


Secretary Kimpauu. With civilian employees we have worked at 
great length and study. When you cut civilian employees, you are 
also cutting procurement and maintenace, because your civilian 
employees manufacture and maintain ships and aircraft, So whether 
we have those ships repaired by private contractor in the Navy Yard 
is immaterial, because when you cut those people out, you are cutting 
them out. We have increased the length of time between aircraft 
overhauls to the point where some of our people think we have gone 
too far. We have increased the steaming hours, the number of hours 
between which we overhaul our ships. We have lengthened that out. 
We are putting in a performance budget so we will be able to squeeze 
the cost of those overhauls. 

Senator Ferauson. Those are the kinds of things I am talking 
about. 

Secretary Kimpauu. But on the other hand, there are many things, 
some of which we have in stock, and some of which are coming in, 
where we have to modernize the ships. We are putting in 3- inch 
50’s on the destroyers, which is a much more effective gun. Some of 
those we have in stock and many we will have to defer. But even 
some of the parts we have in stock we are not going to be able to put 
on the ships because of the cost of putting them on. We have gone 
into those things in quite some detail. 


AMMUNITION 


Our best judgment, for example, in bombs, ammunition, torpedos, 
and rockets, we w ould have to cut $75 million. That would mean 
$15 million deferral of aircraft ammunition. 

Incidentally, we are using in Korea now aircraft ammunition over 
twice the World War II rate. We have used within about 15,000 
tons of aircraft ammunition of what we used in the whole Second 
World War out there. 
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Senator Frereuson. I had understood that you used so much. 
Secretary Kimpauu. Yes. It is a little less than that. 
Senator O’Manoney. I suggest, Mr. Secretary, that you get your 
statement in the record, and then we will have the general discussion 
later. 
GENERAL PROVISIONS (SEC. 638) 


Secretary Kimpauui. The general provisions shown in the new 
section 638 should be stricken from the bill. This provision will 
disrupt the accomplishment of the military readiness program at a 
point in its development when it is just beginning to bear fruit by 
delivering the required end items of military equipment. To limit 
expenditures, as now provided in the bill, would not only delay the 
established readiness dates at a most critical time in the Nation’s 
history, but also would upset the productive capacity of the country 
on which billions of dollars have already been spent. 


RESCHEDULES OF NAVY CONTRACTS 


The general approach taken in the bill as passed by the House is to 
enforce expenditure limitations on the Defense Department whose 
fiscal structure is, under existing law, on an obligational basis. Expen- 
diture limitations would be, for this reason, extremely difficult to con- 
trol. Expenditure limitations, in addition to obligational controls, 
would force drastic rescheduling of deliveries; costly contract changes 
or cancellations, nullification of the concept of broadening the produc- 
tive base, and an increase in unit prices of items where delivery rates 
must be slowed down to an uneconomical rate. 

Our delivery rates were kept at as low arate as possible in order to 
get the best price. 

The effect of expenditure limitation. The Navy budgets have been 
based upon the appropriation of funds for well-conceived and coordi- 
nated programs, followed by an orderly obligation of the funds by 
allotment or contract for the expenditures and economical production 
of the aircraft, ships, ammunition, missiles, tanks, and assorted 
weapons needed for equipping the planned forces and the operation of 
the Navy’s ships, aircraft, and supporting establishments. 

The contracting system employs many types of contracts, all of 
which are accompanied by delivery schedules, phased to obtain 
material when required for military use and at the most economical 
price by using every efficient production technique known to the con- 
tractors. Payment on large contracts is made in most cases on the 
work as it progresses toward the finished products, smaller con- 
tracts usually are paid when the product is delivered. No contract 
is in any way encumbered by a clause controlling expenditures. 

Senator O’Manoney. By that you mean that every coptract which 
is outstanding makes no provision for an authority by the Govern- 
ment to call for fewer deliveries and therefore lesser expenditures? 

Secretary Krmpauu. No, sir. We have a delivery rate, and we 
get a price on it. When we get the product, we are supposed to pay 
for it. ' 

Senator O’Manoney. So the price depends on the delivery rate? 

Secretary Krupauu. Yes, sir. If we ask them to slow down that 
delivery rate, then we open ourselves. They say “We will slow it 
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down to wherever you want this slowed down but we must point out 
to you that our costs go up.” 

Senator Fercuson. If they do not produce, do you hold them for 
damages? Suppose they are to produce 500 this month and only 
produce 350. Do you hold them to damages? 

Secretary Kimpau. Not as a rule. But we hold them to the cost 
they have given us. If their deliveries are not up to what they 
should be, and their costs go up, we do not give them any more 
money for it. 

Senator Fereuson. That is what I mean. In answer to the chair- 
man, you meant that you can slow down if you desire, but if their 
cost goes up because of that, you pay them that cost? 

Secretary Kimpauu. If we tell them to slow down and they say 
their costs go up, we have to renegotiate that contract with them. 

Thousands of contracts have been awarded during the past 2 
years to accelerate the military readiness program. Complex pro- 
duction problems have been worked out with contractors such as 
those involving plant expansions, manufacture of machine tools and 
availability of critical material. 

I might say at this time we are in pretty good shape on all of those. 
Prime contractors have established their supply sources from sub- 
contractors manufacturing components of the intricate equipments 
of modern warfare. 

An expenditure limitation is not merely a restriction against funds 
withdrawn from the Treasury but would require a decrease in the 
rate of acceptance of deliveries against these production schedules. 
Many contracts would have to be altered to slow down the factories 
now producing military equipment. The chain reaction will result 
in a slow down of many more subcontractors. The production effort 
which has been required almost 2 years of laborious work will be 
radically affected. 

REVISION OF CONTRACTS 


Contract revision will be extremely costly to the Government 
because of the following reasons: 

Revising contract deliverv schedules to effect a slower delivery rate 
of material will substantially increase the item cost of that material. 
Increased production costs will be caused by slowing down contractor 
and subcontractor plant schedules, forcing uneconomical utilization 
of personnel, and increasing storage costs in withholding deliveries. 
For example, if a contract is written for the delivery of 60,000 units 
of naval ordnance over a period of 12 months at a rate of 5,000 per 
month, and the delivery scheduled is revised to require delivery at 
2,500 per month, over a 24-month period, the costs of material will 
be considerably increased, inasmuch as the contractor’s overhead 
(indirect plant expenses, etc.) would be chargeable to the total of 
60,000 units for a 2-vear period of operation instead of the 1-year 
period. 

The alteration of existing contracts, and revision of planned sched- 
ules, has a particularly costly and disturbing effect on small businesses 
and marginal operators. That is particularly true on small accounts. 
We have small contractors that work very close. I am very much 
disturbed that many of them may go broke, because they bid too 
long on the thing. If we try to stretch them out, we get into high 
costs. 
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CONTRACT PROCEDURE 


Senator Youna. What percentage of your contracts are on a cost- 
plus basis? 

Secretary Kimpauu. Outside of experimental contracts, not at all, 
sir. We first want them on a bid basis, or if they are large contracts 
where you can not get them on a bid basis, we negotiate, but on a 
fixed-price basis. Research and development contracts on a very 
minor part of the cases are on a cost-plus basis because you can not 
determine the cost of them. 

It is believed that few such concerns would have the capital to 
continue work on Government contracts under these conditions, and 
the ultimate effect will be to restrict or narrow the productive base 
rather than to broaden it. 

In some instances, it may be necessary to stop work and terminate 
contracts in order to adjust to a ceiling on expenditures. This too will 
result in a costly procedure because under the termination settlement 
the costs of all work in progress must be paid, and the only return for 
this payment is the termination inventory which may or may not have 
other than scrap value. Furthermore, terminations have a wasteful 
long-range effect, where it will be necessary to reorder the same 
material at a later date and to pay again for high “start-up” costs. 

Finally, if the Navy found itself in the position of having reached its 
ceiling of expenditures, it conceivably would have to stop all further 
payments under its contracts. 


CONTRACT START-UP COSTS 


Senator O’Manoney. Would you amplify a little bit on your 
meaning of “start-up” costs? 

Secretary KimBauu. Sir, when you have a plant closed down and 
you have to start it again, you have to get labor and train them and 
get a flow of materials started again, and all the intricate operations of 
a plant, I can always illustrate this way: Airframe costs to start up a 
model airplane, it costs 10 to 20 dollars per pound of airplane weight. 
As we make that airplane repetitively that cost goes down to $1 per 
pound of airplane weight. Every time you start a new model or new 
line-up, you get that $20 per pound which goes down as the production 
goes up. If you start it up again after closing down, it also starts 
again at the top. We are getting our costs down in fairly good shape 
on all our items. 

Senator O’Manonery. Are you speaking of naval establishments or 
private business? 

Secretary Kimpaut. I am talking about private business. But the 
same thing is true of a naval establishment. We have our shops for 
overhaul of aircraft engines, and we run those on a straight line, and 
we have a certain volume that is coming in there every day and every 
week and we know exactly how many people we are going to have to 
have on every operation. 


PRODUCTION COSTS 


Senator O’Manonery. Would it be a correct description of the pro- 
cedure to say that given a contract to a private operator to manu- 
facture X machines deemed to be essential to the Navy, that con- 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 285 


tractor bases his estimate of cost to the government upon the expense 
of assembling and recruiting his labor force, his expense of maintaining 
the labor force in operation to produce the number of end items, the 
expense of gathering the material, the rate of delivery on the material, 
and all of those other operations that go into overhead, and all of that 
is part in a sense of the production line, and it is all keyed to the number 
of end items which are to come out, and the cost of the end items is 
figured upon the cost of all of this preparation and the maintenance 
of the overhead as well as of the daily work? 

Secretary Kimpauu. That is correct. I will give you an illustra- 
tion. I talked to a manufacturer yesterday who is making robot 
motors for us. He has a delivery schedule to get up to 20,000 a month. 
For the last 8 months he has been getting his tooling and material in 
and training his people, and last month they got up to the 20,000. I 
said, ‘‘How are you coming on the contract?’”? He said, ‘““We are 
away in the hole on it, but we knew we were going to be in a hole 
because as we built up to the 20,000 in a month, we had to absorb a 
lot of costs. But as we run this contract out for the next year or year 
and a half, we will be all right in the end.”” But if we ask him to cut 
that contract down from 20,000, he will come in and say, ‘I have to 
have more money.” 

Senator O’Manoney. That means in that beginning period of 
operation, the first 6 months or year, the payment on the end items 
which are delivered during that period is not enough to make the 
factory whole, but it will be gradually made whole and the profit will 
be obtained at the end of the contract when the increased accelerated 
deliveries are made? 

Secretary Kimpatu. As the learning curve goes down, then he 
starts to get back some of the money he has lost on the first part of the 
contract. You have to figure on a volume. If you are taking the 
number of items to be manufactured, you figure average cost after 
you get your line up to capacity. 

Senator O’Maunoney. In other words, you cannot separate volume 
from price? 

Secretary Kimpauu. There is no way to do it. If you eut your 
volume down, your costs go to fantastic figures. 


EFFECT OF EXPENDITURES ON FEDERAL DEBT LIMIT 


Senator Fereuson. Mr. Secretary, you are telling us that Congress 
cannot cut this expenditure. That is what it amounts to. But if we 
do not raise the debt limit, you cannot spend this money. 

Secretary Kimpauu. All I am saying, Senator Ferguson, is what I 
know about it. I do not know anything about the debt limit, but 
I am telling you that in my opinion the effect of a $6 billion less end 
expenditure rate in fiscal 1953, which is in effect. cutting your appro- 
priations that you made in 1951 and 1952 would be very uneconomi- 
cal. If we are going to have to cut it, let us cut the 1953 and 1954 
and 1955 appropriations. But to take it out now, it is a very expen- 
sive cut, extremely expensive. 

Senator O’Manonry. May I say for the record, Senator, that 
according to the computation which I have been making from the 
information I have been gathering, the debt limit will not be exceeded 
provided we cut appropriations. In other words, expenditures accord- 
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ing to the amount figured in the budget will not take us above the 
debt limit. I am trying to get definite testimony about that, but you 
could do it. 

Senator Fereuson. Expenditures determine the debt limit, not 
appropriations. Appropriation has nothing to do with a debt limit. 
We can appropriate above the debt limit. 

Senator O’Maunoney. Senator, you are quite right, of course, 
This is not theoretical; it is factual. What I am saying to you is that 
according to the evidence I have received to the moment, and I am 
planning to bring some more before the committee, the expenditures 
which are planned would not take us above the debt limit, assuming 
that we have the revenue. 

Now, if the revenue were cut and the payment had to be made out of 
borrowing, then of course you would be, but the calculation which 
has been made in submitting this budget to the Congress is that all of 
the expenditures which were » submitted could have been made without 
increasing the debt, provided we increase the taxes. We did not 
increase the taxes. 

Senator Frrauson. We did not do that. 

Senator O’Manoney. And therefore the dilemma which the Congress 
faces is to find out where the cuts may be made. As I see it, we can 
keep under the debt limit by cutting the appropriations without 
cutting back the expenditures on the essential material which the 
Department of Defense has been authorized to acquire by the Congress 
in order to put the Nation in the position of being able to start defense 
in the event of a third war. That is the picture as it has been pre- 
sented to me. 

Secretary Kimpaty. Mr.. Chairman, may I say also that this 
expenditure limit might also cut your revenues because it is going to 
cut the profits of a great many companies. This is not just a few 
companies. It is going to run into thousands of companies. I could 
not estimate that. 

Senator McCietian. May I ask a question, Mr. Secretary. I 
would like to have this information from all three of the services. 
How much in this bill of the amount allocated, we will say, to the 
Navy that we are asked to appropriate this year, is to place new 
orders? 

Secretary Kimpauy. Of what you are placing in this year? 

Senator McCLe.uan. Yes, sir, to place new orders, or is all of it 
for this capital equipment and so forth? Is all of it to pay for equip- 
ment already under order? 

Secretary Kimpatu. No. This will be to place additional orders 
for new items or different items, with some carry-over. 

Senator McCLetian. We have been talking about what effect this 
limitation would have upon orders already placed, where you would 
have to cancel a contract or slow down production. It weuld have 
an effect on new orders. It would just simply mean you would not 
get anything in the pipeline. 

Secretary Kimpauu. That is right. But that would taper off. For 
instance, it takes us about 5 years to spend ship construction money. 
It takes us about 4 years to spend aircraft money and ammunition 
money about 2 years. So what it would do if we cut down the input 
of orders, that does not slow your machine down for a couple of years. 
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APPLICATION OF LIMITATION TO FUTURE CONTRACTS 


Senator McC.e.uan. I understand that. But some of these things 
that we have been discussing, we have pointed out the adverse effect 
that this was going to have if you had to slow down deliveries or cut 
down in production orders you already have, and contracts that are 
already in existence. I can appreciate it is going to have some of 
those adverse effects that you have spoken of. It is going to make 
the unit cost more, and so forth. What I am trying to determine 
now is, if there is to be such a cut it would be better not to interfere 
on what you have ordered, but to cut down on new orders that you 
contemplate making. 

Secretary Kimpauu. It would save us a lot of money if you have to 
cut down the new appropriations. I will say that we are down to 
about the lowest minimum that this country should live on now. 
But that has to be the judgment of the Congress. 

Senator McC Le.uan. I am not arguing the question. I want to 
get the picture before us both ways. 

Secretary Krmpauu. You will make a lot more money for the 
country by cutting it out of future appropriations rather than on 
limitations of expenditures. 

Senator McC.Le.uan. Than to take it out of expenditures that are 
already obligations? 

Secretary KimBauu. Yes, sir. 

Senator McCLEeLLAN. We are already obligated to these things, as 
I understand it. Now, if we just must economize and we just must 
cut this budget, then it seems to me that the more prudent approach 
to it would be to cut down new orders, and not cut down those already 
in process. 

PRIOR APPROPRIATED FUNDS 


Secretary Kimpautu. What this limitation does is in effect cut down 
our 1951 and 1952 appropriations after we have spent a lot of money. 

Senator Tuyr. Senator McClellan, might I interrupt right at that 
point, and ask of Secretary Kimball, how much unobligated funds 
would be available or free if section 638 were to remain in the Senate 
Appropriations Committee? Can anyone answer that question? 
You see, section 638 puts a limitation of $46 billion on the over-all 
expenditures. If that $46 billion is a limitation, how much would be 
free in the fund appropriated or in the fund authorized and appro- 
priated in 1952, which was appropriated in 1951? 

Secretary Kimpatyi. There would not be any of those funds be- 
cause all of those funds are under contract. 

Senator Taye. Then without a question, if this section 638 does not 
remain in, you are going to incur a greater indebtedness? 

Secretary Kimpauu. No, sir. We have already incurred the indebt- 
— because we have placed under commitment our 1951 and 1952 
unds. 

Senator Tuyn. And that was out of funds appropriated in 1951 and 
1952? 

Secretary KimBauu. Yes, sir. 

Senator TuHyx. So that you do not incur a greater indebtedness if 
you are permitted to carry out the contracts that were contemplated 
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and entered into under the appropriations of 1952. So that what we 
are concerning ourselves here with now is what will we do in 1953 by 
the appropriations authorized in 1952. 

Secretary Krmpati. What we are doing is effectively cutting the 
appropriations of 1951 and 1952 that we have already made. We are 
going back and saying we bought the goods but we do not want to 
pay for them. 

Senator Tuyr. The revenues are forthcoming there in accordance 
with the tax measure that was enacted last year. The revenues are 
forthcoming, are they not? 

Mr. McNet. No, sir. The tax revenues are tied in or geared with 
meeting your bills as they are presented, and not to the time of 
appropriation. 

Senator Ture. That is true. But, however, the revenues enacted, 
every single day from those revenues there are moneys coming to the 
United States Treasury. 

Mr. MeNer. That is right, sir. 

Senator Toye. And the funds coming to the United States Treasury 
will meet the obligations incurred in the appropriations made in 1951 
for 1952, for fiscal 1952? 

Mr. McNet.. Not in any given year. Over a period of time they 
would, but not in a given year, sir. 

Senator THye. If in the event that the Senate saw fit to enact an 
appropriation striking section 638 in the present House bill, will you 
at the end of the fiscal year show a deiicit in your over-all fiscal report? 


APPROPRIATIONS DETERMINE LEVEL OF EXPENDITURES 


Mr. McNet. If the expenditure limitation were eliminated and 
the expenditure of the Department of Defense was approximately 
$52 billion, the amount of expenditures in 1953 will be some greater 
than the revenues. The debt during 1953 may increase—but not 
necessarily, as I understand it, over the present debt limit, however. 
If the Congress chose to appropriate lesser sums for 1953 or for 1954, 
the expenditures in succeeding years would be at a lesser rate. As 
long as the tax revenues stay approximately the same, the increase 
in mdebtedness incurred in 1953 might be liquidated in 1954 and 
1955 and over a 2- or 3-year period the debt could be approximately 
the same as it is today. 

Senator Toye. And then barring any unforeseen war and if we were 
successful in achieving a cease-fire under the present Korean negotia- 
tions, then you would feel that your national defense would have been 
built up to give you the safety measure in defense that we are all 
hoping and striving for, and that we could reasonably then reduce the 
over-all appropriations for military defense preparations in 1953 and 
1954. So that we could see an economy in 1953 and 1954? 

Mr. McNett. Sir, I would have to answer that in a different way. 
If the Congress for 1954 or 1955 or 1956 felt that forces of less size 
were practicable, and that we would be reasonably safe with lesser 
forces, appropriations and costs would go down. 

Senator Tyre. But unless you have a war that dissipates your 
inventories that are provided for under the construction plan that you 
are now engaged in, if there is no dissipation of your inventory, then 
certainly your manufacturing expense would be immediately reduced. 
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Mr. McNett. It would go down. 
Secretary Kimpauu. As we go into a greater state of readiness, our 
total expenditure would go down. . 
Senator Taye. And then you would only have the personnel 
expense and the housekeeping of the inventory of the arsenal? 
Mr. McNett. And some procurement to keep you up to date. 
Senator Taye. Yes; to keep your modern equipment up to date. 
There is a danger of getting too great an arsenal because your tech- 
nicians and engineers can conceive a new design in the next 48 hours 
which would make some of this obsolete. 
Secretary KimBautu. That is what our thinking was on the inven- 
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- tories. That was so that when we got new improved designs, we 
F could put them in. Because we cannot foresee when we are going to 
: have a war, we do not want to build up a big inventory that con- 
- _ceivably we would have to carry over 10 or 20 years. We want a 
_ production capacity that we could maintain over a period of years. 
Bs Senator Taye. Is there any indication from the construction plan 
| you have here that will become obsolete in the near future? 


Secretary Kimpauu. No, sir. I am quite sure that it is not. We 
have studied that carefully. 


MILITARY PREPAREDNESS PROGRAM 




















Senator O’Manonry. It is my understanding, Senator Thye, of 
the evidence presented here, not only this year but in the past, that 
the military preparedness program which was laid before the Congress 
' contemplated essential partial mobilization, the raising of a military 
' force as it stands now of about 3,700,000 men, divided among the 
various services, and their equipment with modern machines, with the 
fantastic weapons that we were talking about so eloquently a year ago, 
so that we would have this skeleton military force, when we talk of a 
third world war, equipped with these weapons, and that at the same 
time we would have the production lines ready and capable of speeding 
: up the delivery of these weapons when that becomes necessary for us, 
_ if it ever did, to expand the military personnel in the three services. 

r Senator Youne. Mr. Chairman, may I make an observation there? 
. Senator O’Manonry. Yes, 

Senator Youne. Frankly, I am not able to keep up with this chang- 
ing defense picture. Remember about 3 years ago we were cutting 
| appropriations. 

F AIR FORCE PROGRAM 












Senator O’Manoney. Yes, I pointed that out the other day. We 
cut down the Air Force. We would not carry out the recommenda- 
tions. Mr. Finletter, who sits here, was chairman of a commission 
which recommended that we should have 70 groups or 70 wings, and 
that was cut back and the budget estimate came up for 48. The 
House put it up to 58. This committee cut it down to 48. And 
we fought it out on the floor of the Senate, and 9 Senators voted to 
put it back to 58, only 9. 

Senator Youne. About a year and a half ago, in fact a year ago 
last fall, we met in special session. I remember most Members of 
Congress asked the Armed Forces how much more money they could 
use, when could we get production of planes, tanks, and equipment 
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that was desired and when could this new equipment be available. 
After once in production at long last, it does not make sense to me 
to cut production back and at great financial loss, until such time 
net we have sufficient equipment to meet our present situation 
at least. 

Senator O’Manonery. That is precisely the point of view which I 
take. But at the same time, I recognize the fact that without in- 
creased taxation, thereby without the money with which to pay for 
further expansion and without an increase in the debt limit, we have 
got to be very careful in our appropriations not to build up deficit 
spending which will pile a new debt on top of the existing debt. 

Senator Youna. I agree with all that, but I believe that minimum 
national security ought to come first, and the other things second. 

Secretary Kimpa.u. Let me say, if we are making an investment— 
that is one trouble of our bookkeeping, we do not take any account 
of what our investment is worth—we have in the Navy a net worth 
of what our cost price was about $41 billion. That is the net cost 
price of our modern equipment. The replacement value would be 
much larger. That is about 30 percent of what the Congress has 
given us in the last 156 years. 

Senator Youna. If the people of the United States have the feeling 
that we are going too far in military preparedness, then I think we 
ought to plan now to curtail future appropriations. However, I 
really do not think we should curtail production which will result in 
great financial losses when we still do not have a sufficient supply of 
the modern weapons of war. 

Senator O’Mauoney. I will say to you, sir, that in my opinion if 
we continue on the line suggested by the House amendment of cutting 
expenditures, it will make Christians of all of us. We will just have 
to be prepared to turn the other cheek. We will not have anything 
with which to respond, if there is a war. 

Secretary Kimspauu. We got into two wars because we were not 
prepared and people did not think we would fight. In my opinion 
we would not have been in Korea if we had adequate forces in the east. 

Senator Youne. It makes my blood boil when we see news stories 
indicating the Russians have better equipment than we have. I do 
not think it is necessary if we go ahead with the production of new 
weapons of war as we should. 

Senator O’Manonry. Had you completed your statement, Mr. 
Secretary? 

Secretary Kimpa.u. I have it for the record, sir, but I have com- 
pleted all the points in it. 

(The statement referred to follows:) 


STATEMENT OF THE SECRETARY OF THE Navy, THE HONORABLE Dan A. KIMBALL 


The general provisions shown in the new section 638 should be stricken from the 
bill. This provision will disrupt the accomplishment of the military readiness 
program at a point in its development when it is just beginning to bear fruit by 
delivering the required end items of military equipment. To limit expenditures, 
as now provided in the bill, would not only delay the established readiness dates 
at a most critical time in the Nation’s history, but also would upset the productive 
capacity of the country on which billions of dollars have already been spent. 

The general approach taken in the bill as passed by the House is to enforce 
expenditure limitations on the Defense Department whose fiscal structure is, 
under existing law, on an obligational basis. Expenditure limitations would 
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be, for this reason, extremely difficult to control. Expenditure limitations, in 
addition to obligational controls, would force drastic rescheduling of deliveries; 
costly contract changes or cancellations, nullification of the concept of broadening 
the productive base, and an increase in unit prices of items where delivery rates 
must be slowed down to an uneconomical rate. 


EFFECT OF EXPENDITURE LIMITATION 


The Navy budgets have been based upon the appropriation of funds for well- 
conceived and coordinated programs, followed by an orderly obligation of 
the funds by allotment or contract for the expeditious and economical production 
of the aircraft, ships, ammunition, missiles, tanks, and assorted weapons needed 
for equipping the planned forces and the operation of the Navy’s ships, aircraft, 
and supporting establishments. 

The contracting system employs many types of contracts, all of which are 
accompanied by. delivery schedules, phased to obtain material when required 
for military use and at the most economical price by using every efficient pro- 
duction technique known to the contractors. ayment on large contracts is made 
in most cases on the work as it progresses toward the finished products, smaller 
contracts usually are paid when the product is delivered. No contract is in any 
way encumbered by a clause controlling expenditures. : 

Thousands of contracts have been awarded during the past 2 years to accelerate 
the military readiness program. Complex production problems have been 
worked out with contractors such as those involving plant expansions, manufacture 
of machine tools, and availability of critical material. Prime contractors have 
established their supply sources from subcontractors manufacturing components 
of the intricate equipments of modern warfare. 

An expenditure limitation is not merely a restriction against funds withdrawn 
from the Treasury but would require a decrease in the rate of acceptance of de- 
liveries against those production schedules. Many contracts would have to 
be altered to slow down the factories now producing military equipment. The 
chain reaction will result in a slow-down of many more subcontractors. The 
production effort which has required almost 2 years of laborious work will be 
radically affected. 

Contract revision will be extremely costly to the Government because of 
the following reasons: 

Revising contract delivery schedules to effect a slower delivery rate of material 
will substantially increase the item cost of that material. Increased production 
costs will be caused by slowing down contractor and subcontractor plant schedules, 
forcing uneconomical utilization of personnel, and increasing storage costs in 
withholding deliveries. For example, if a contract is written for the delivery of 
60,000 units of naval ordnance over a period of 12 months at a rate of 5,000 per 
month, and the delivery schedule is revised to require delivery at 2,500 per month 
over a 24 months’ period, the costs of material will be considerably increased 
inasmuch as the contractor’s overhead (indirect plant expenses, etc.) would be 
chargeable to the total of 60,000 units for a 2-year period of operation instead of a 
l-year period. 

The alteration of existing contracts, and revision of planned schedules, has a 
particularly costly and disturbing effect on small businesses and marginal opera- 
tors. It is believed that. few such concerns would have the capital to continue 
work on Government contracts under these conditions, and the ultimate effect 
will be to restrict or narrow the productive base rather than to broaden it. 

In some instances, it may be necessary to stop work and terminate contracts 
in order to adjust to a ceiling on expenditures. This too will result in a costly 
procedure because under a termination settlement the costs of all work in progress 
must be paid, and the only return for this payment is the termination inventory 
which may or may not have other than scrap value. Furthermore, terminations 
have a wasteful long-range effect, where it will be necessary to reorder the same 
material at a later date and to pay again for high start-up costs. 

Finally, if the Navy found itself in the position of having reached its ceiling 
of expenditures, it conceivably would have to stop all further payments under 
its contracts. The effect of such action on industry would be catastrophic, par- 
ticularly to small business and other concerns whose financial condition might be 
such that denial of payments to them would force them out of business. 
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READINESS OF FORCES 


Unlike the period following World War II when industry was disrupted by con- 
tract cancellations and production cut-backs, the Navy urgently needs these 
equipments. A tentative allocation to the Navy of less than $12 billion of the 
$46 billion limitation contained in H. R. 7391 as passed by the House of Repre- 
sentatives not only slows down deliveries planned in 1953 but will actually require 
the Navy to limit its program below the level to be reached in the current quarter 
of 1952. Expenditures during the current quarter will approximate $3.2 billion, 
with a gradually rising trend into 1953, based on present production schedules, 
Less than $12 billion allocated will not support these schedules. 


SHIPBUILDING AND CONVERSION 


The reduction in shipbuilding expenditures to be made in naval shipyards will 
delay such important programs as aircraft-carrier conversions, destroyer-arma- 
ment changes, radar-picket conversions, Guppy and Snorkel submarine conver- 
sions. Such work delays will result in increased total costs, and, more importantly, 
= delays of ship completions, with the attendant effects on the readiness of the 

eet. 

The following ships on which work is in progress in Naval shipyards, therefore, 
would be affected: Five submarines and 8 minecraft currently under construction, 
and 7 aircraft carriers, 20 submarines, 26 amphibious and minecraft, and 12 de- 
stroyers currently undergoing conversion. 

It is estimated that this reduction of shipbuilding and conversion work currently 
being conducted in the naval shipyards would disrupt the workload of vital ship- 
yards and have a serious effect upon the ability of these shipyards to carry out their 
missions during a national emergency. This would reduce in a major degree the 
industrial readiness of the Navy. 


CONSTRUCTION OF AIRCRAFT 


The entire production output of industry for military equipment must be 
altered. Approximately $600 million of aircraft and aircraft component deliveries 
would have to be slowed down beyond the period in which they are required to 
meet Naval aviation readiness dates. This slow-down may delay over 500 
aircraft and cause a further deficiency beyond the 700 which had been anticipated 
as of December 1954. Such a stretching-out of dollars, at a time when the Navy 
is being vigorously urged to expedite delivery schedules, would completely nullify 
the plans now agreed upon by industry for the modern aircraft so sorely needed 
for the defense of the Nation. 


OTHER MAJOR EQUIPMENT 


A further deferral of deliveries to reduce expenditures must be forced in other 
areas of major procurement by modification of existing contracts for items, such 
as guided missiles, ammunition, bombs, torpedoes, rockets, and mines: radars, 
sonars, and communication equipment; amphibious landing craft, tanks, and 
similar combat equipment for the Marine Corps; 3-inch/50 guns, modern fire- 
control systems, and ASW weapons. 

Such enforced expenditure reductions can only cause irreparable loss to the 
Navy and the Government and a disruption in industrial production at a time 
when military readiness is of utmost importance. 


SUMMARY 


I consider the Navy’s program for 1953 to be a sound one. It is the minimum 
program required to operate effectively and to improve the readiness of our Navy 
and Marine Corps under current world conditions. It is for these reasons that 
I am requesting the restoration of funds and I assure you that with them we will 
make every effort to obtain the maximum defense for the United States. 


Senator O’Manonry. Are there any other questions to be addressed 


to Secretary Kimball? 
(No response.) 


Senator O’Manoney. I spoke of that chart that came up here 
yesterday, General Reeder. 
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General Reever. Yes, sir; I believe that was not put in the record. 

Senator O’Manoney. No; this was not discussed. This was one 
that showed the cancellation of certain contracts. I think it was for 
tanks. I think it makes such a good explanation of this point you 
make of cancellation that I wouhil: like to have the Senators who are 
here see it. 

General Reeprr. We do not have it with us now, sir. 

(Discussion off the record.) 

Senator O’Manoney. I have received certain information pursuant 
to a request made earlier in the hearing of Mr. Earl Bucklen, former 
mayor of the city of Bemidji, Minn., in regard to the airport there. 
I will insert this information in the record at this point. 

(The information referred to follows:) 


Least Between City or Bemips1, MINN., AND THE UNITED STaTeEs 
(See p. 173-176.) 


Unitrep States Nava Arr STATION, 
Wo.p CHAMBERLAIN FIELD, 
Minneapolis, Minn., May 8, 1948. 
The Honorable Lyte CaucGuey, 
Major of the City of Bemidji, Bemidji, Minn. 

Dear Mr. Mayor: Enclosed please find a copy of the lease between the City 
of Bemidji and the United States of America for joint use with others of the landing 
field area of the Bemidji Municipal Airport. 

It is requested that the duplicate copy of the original lease that you are retaining 
for your files be forwarded to this station in care of the Public Works Officer. It 
is necessary to forward to the Bureau of Yards and Docks the original lease and 
two duplicate copies of same for the signature of the representative of the United 
States. When this agreement has been signed by the Government, an executed 
copy will be returned to you for your files. The copy of the lease that is herewith 
enclosed is forwarded so that you will have a record of the lease prior to its execu- 
tion by the Government. 

It would be appreciated if you would expedite this matter so that the Govern- 
ment may execute the lease as rapidly as possible. 

Very truly yours, 
H. E. Noses, 
LCDR, CEC, USNR, Public Works Officer, By direction. 


U. 8. Standard Form No. 2 (Revised), Approved by the Secretary of the Treasury, May 6, 1935. 
Least BETWEEN City OF BEMIDJI AND THE UNITED STatTes oF AMERICA 


1. THis LEASE, made and entered into this 20th day of Aprin in the year one 
thousand nine hundred and forty-eight by and between City or BrmMipJi, a 
Municipal Corporation, whose address is Bemidji, Minnesota, for its successors, 
and assigns, hereinafter called the Lessor, and Tas Unirep States oF AMERICA, 
hereinafter called the Government: 

WitnessetH: The parties hereto for the considerations hereinafter mentioned 
covenant and agree as follows: 

2. The Lessor hereby leases to the Government the following described pre- 
mises, viz: Joint use with others of the landing field area of that airport which is 
now known as Bemidji Municipal Airport, Minnesota, containing runways, taxi- 
ways, and improved and unimproved areas between said runways and taxiways 
together with any after-acquired real property which will become part and parcel 
of the Bemidji Municipal Airport, also the exclusive use and occupancy of Hangar 
Building, designated ‘‘Structure (A),” and Magazine, designated ‘‘Structure (B),” 
on the sketch attached hereto and made a part hereof, eer with the right of 
ingress and egress thereto, to be used exclusively for the following purposes (see 
instruction No. 3): For the training of personnel of the Naval Reserve, including 
the loading and storage of ordnance material. 

3. TO HAVE AND TO HOLD the said premises with their appurtenances for the 
term beginning Ist April, 1948, and ending with June 30, 1948. 

4. The Government shall not assign this lease in any event, and shall not 
sublet the demised premises except to a desirable tenant, and for a similar purpose, 
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and will not permit the use of said premises by anyone other than the Govern- 
ment, such sublessee, and the agents and servants of the Government, or of such 
sublessee 

5. This lease may, at the option of the Government, be renewed from year to 
year at a rental of One Dollar ($1.00) Per Annum and otherwise upon the terms 
and conditions herein specified, provided notice be given in writing to the Lessor 
at least thirty (30) days before this lease or any renewal thereof would otherwise 
expire: Provided that no renewal thereof shall extend the period of occupancy 
of the premises beyond the 30th day of June 1952. 

6. The Lessor shall furnish to the Government, during the occupancy of said 
premises, under the terms of this lease, as part of the rental consideration, the 
following: Nothing. 

7. The Government shall pay the Lessor for the premises rent at the following 
rate: One Dollar ($1.00) per Annum. Payment shall be made at the end of 
each fiscal year, upon receipt of invoices duly certified by the Supply Officer, 
U. 8. Nav. Air Sta. Wold-Chamberlain Field, Silenasnalie. Minnesota. 

8. The Government shall have the right, during the existence of this lease, to 
make alterations, attach fixtures, and erect additions, structures, or signs, in or 
upon the premises hereby leased (provided such alterations, additions, structures, 
or signs shall not be detrimental to or inconsistent with the rights granted to 
other tenants on the property or in the building in which said premises are 
located); which fixtures, additions, or structures so placed in or upon or attached 
to the said premises shall be and remain the property of the Government and 
may be removed therefrom by the Government prior to the termination of this 
lease, and the Government, if required by the Lessor, shall, before the expiration 
of this lease or renewal thereof, restore the premises to the same condition as 
that existing at the time of entering upon the same under this lease, reasonable 
and ordinary wear and tear and damages by the elements or by circumstances 
over which the Government has no control, excepted: Provided, however, that 
if the Lessor requires such restoration, the Lessor shall give written notice thereof 
to the Government twenty (20) days before the termination of the lease. 


INSTRUCTIONS TO BE OBSERVED IN EXECUTING LEASE 


1. This standard form of lease shall be used whenever the Government is the 
lessee of real property; except that when the total consideration does not exceed 
$100 and the term of the lease does not exceed 1 year the use of this form is optional. 
In all cases where the rental to be paid exceeds $2,000 per annum the annual 
rental shall not exceed 15 per centum of the fair market value of the rented 
premises at the date of lease. Alterations, improvements, and repairs of the 
rented premises by the Government shall not exceed 25 per centum of the amount 
of the rent for the first year of the rental term or for the rental term if less than 1 

ear. 
. 2. The lease shall be dated and the full name and address of the lessor clearly 
written in paragraph 1. 

8. The premises shall be fully described, and, in case of rooms, the floor and 
room number of each room given. The language inserted at the end of article 2 
of the lease should specify only the general nature of the use, that is, “‘office 
quarters,” “storage space,’’ etc. 

4. Whenever the lease is executed by an attorney, agent, or trustee on behalf 
of the lessor, two authenticated copies of his power of attorney, or other evidence 
to act on behalf of the lessor, shall accompany the lease. 

5. When the lessor is a partnership, the names of the partners composing the 
firm shall be stated in the body of the lease. The lease shall be signed with the 
partnership name, followed by the name of the partner signing the same. 

6. Where the lessor is a corporation, the lease shall be signed with the corporate 
name, followed by the signature and title of the officer or other person signing the 
lease on its behalf, duly attested, and, if requested by tne Government, evidence 
of his authority so to act shall be furnished. 

7. Under paragraph 6 of the lease insert necessary facilities to be furnished, 
such as heat, light, janitor service, etc. 

8. There shall be no deviation from this form without prior authorization by 
the Director of Procurement, except— 

(a) Paragraph 3 may be drafted to cover a monthly tenancy or other period 
less than a year. 

(b) In paragraph 5, if a renewal for a specified period other than a year, or 
for a period optional with the Government is desired, the phrase “from year 
to year” shall be deleted and proper substitution made. If the right of renewal 
is not desired or cannot be secured paragraph 5 may be deleted. 
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(¢) Paragraph 6 may be deleted if the owner is not to furnish additional 
facilities. 

(d) If the premises are suitable without alterations, etc., paragraph 8 may 
be deleted. 

(e) Paragraph 9 provides that the lessor shall, ‘‘unless herein specified to 
the contrary, maintain the said premises in good repair, etc.’”’ A modification 
or elimination of this requirement would not therefore be a deviation. 

4 { f) ” case the premises consist of unimproved land, paragraph 10 may be 
eleted. 

(g) When executing leases covering premises in foreign countries, departure 
from the standard form is permissible to the extent necessary to conform to 
local laws, customs, or practices. 

(h) Additional provisions, relating to the particular subject matter 
mutually agreed upon, may be inserted, if not in conflict with the standard 
provisions, including a mutual right to terminate the lease upon a stated 
number of days’ notice, but to permit only the lessor so to terminate would 
be a deviation requiring approval as above provided. 

9, When deletions or other alterations are permitted specific notation thereof 
shall be entered in the blank space following paragraph 11 before signing. 

10. If the property leased is located in a State requiring the reeording of leases 
in order to protect the tenant’s rights, care should be taken to comply with all 
such statutory requirements. 

9. The Lessor shall, unless herein specified to the contrary, maintain the said 
premises in good repair and tenantable condition during the continuance of this 
lease, except in case of damage arising from the act or the negligence of the 

yovernment’s agents or employees. For the purpose of so maintaining the rrem- 
ises, the Lessor reserves the right at reasonable times to enter and inspect the 
premises and to make any necessary repairs thereto. 

10. If the said premises be destroyed by fire or other casualty this lease shall 
immediately terminate. In case of partial destruction or damage, so as to render 
the premises untenantable, either party may terminate the lease by giving written 
notice to the other within fifteen days thereafter, and if so terminated no rent shall 
accrue to the Lessor after such partial destruction or damage. 

11. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this lease or to any benefit to arise therefrom. 
Nothing, however, herein contained shall be construed to extend to any incor- 
porated company, if the lease be for the general benefit of such corporation or 
company. 


In WITNESS WHEREOF, the parties hereto have hereunto subscribed their names 
as of the date first above written. 
In presence of: 


(Address) 


Payment to be made by U. 8. Navy Central Disbursing Officer, NINTH Naval 
District, Great Lakes, Ill. 


City or Bemips1, MINNEsoTA, 
A Municipal Corporation. 


Its Clerk 
Unirep States OF AMERICA, 


By direction of Chief of Bureau of 
Yards and Docks, acting under the direc- 
tion of the Secretary of the Navy. 


(If Lessor is a corporation, the following certificate shall be executed by the secre- 
tary or assistant secretary.) 
‘ , certify that I am the 

Secretary of the corporation named as Lessor in the attached lease; that 

: , who signed said lease on behalf of the 
Lessor, was then of said corporation; that said lease 
was duly signed for and in behalf of said corporation by authority of its governing 
body, and is within the scope of its corporate powers. 


es 
SEAL 
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Senator O’Maunonry. The following information, which is supplied 
in response to a question asked by Senator Ferguson of Secretary 
Lovett earlier in the hearing, will be inserted in the record at this 
point. 

(The information referred to follows:) 


Errect oF Smith AMENDMENT ON PROCUREMENT OF EQurIPMENT FOR IssuB 
To KorREa 


(See p. 222) 


The total amount of funds set aside for the procurement of mortar fire control 
equipment (AN MPQ 10) through fiscal year 1953 is $61,143,172. 

The current production schedules of the Department of the Army would 
provide for delivery to Korea of equipment valued at $16,705,962. 

If the Smith amendment remains, only $4,507,958 worth of this equipment 
will be available for issue to Korea through fiscal year 1953. 


manent O’Manoney. We shall assemble again tomorrow at 10 
o’clock. 


(Whereupon at 12:15 p. m., Thursday, May 1, 1952, a recess was 
taken until Friday, May 2, 1952, at 10 a. m.) 








